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ESPECIALLY NOTEWORTHY:

With their confidence in the U.S. economy
shaken, consumers have shifted their
buying habits in pursuit of value. This is
benefiting such low-price retailers as Big
Lots (page 1674), Family Dollar
Stores (page 1678), Kohl’s (page 1683),
and 99¢ Only Stores (page 1747). The
change in consumer focus is also having
an impact on the Apparel Industry,
reviewed on page 1651.

New footwear designs and overseas mar-
kets are helping Skechers USA ring up
impressive profits. See the full story on
page 1701.

A shakeout in the direct-marketing arena
for computer equipment may work to
CDW Computer Centers’ advantage.
We assess the situation on page 1719.

Investors seeking high total returns
should peruse page 1786, where we con-
sider the prospects of the electric utility
company Sempra Energy.
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ECONOMIC SERIES
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Value Line’s estimates of sales and earnings growth for individual com-
panies are derived by correlating sales, earnings, and dividends to ap-
propriate components or subcomponents of the Gross Domestic Product,
presented below. A more detailed forecast appears periodically in Selec-
tion & Opinion.

HYPOTHESIZED ECONOMIC
ENVIRONMENT 3 TO 5 YEARS HENCE
The hypothesized 2005-2007 economic environment into which earnings
are forecast is as follows: Unemployment will average 5.0% of the na-
tional labor force, compared to 4.8% in 2001. There will be no major war
in progress at that time. Industrial production will be expanding about
5.0% per year. Inflation will continue to be modest. Prices as measured

by the broad-based GDP price index will advance about 2.6% per year on
the average. The corporate income tax rate will be around 34.0%. Long-
term interest rates on high-grade corporate bonds are projected to be
about 7.3% in the years 2005-2007. We expect the Federal Reserve to
pursue fairly accomodative policies except in years in which the economy
is overheating. Based on these assumptions, the Gross Domestic Product
will average $13,289 billion in the years 2005-2007, a level that is about
30% above the 2001 total of $10,208 billion.

Things may turn out differently. But in the absence of knowledge of the
future, we use the above assumptions, which appear to be most plau-
sible. Thus we are able to apply a common economic environment to all
stocks for the purpose of measuring relative growth potential.

THESE ARE THE NATIONAL INCOME SERIES TO WHICH VALUE LINE SALES, EARNINGS, AND DIVIDEND ESTIMATES ARE CORRELATED

ANNUAL STATISTICS 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002*  2003* 2005-07*
Gross Domestic Product ($Bill.) 5986 6319 6642 7054 7401 7813 8318 8782 9269 9873 10208 10621 11210 13289
Real GDP (1996 Chained $BIill.) 6676 6880 7063 7348 7544 7813 8159 8509 8857 9224 9334 9590 9928 11060
Total Consumption ($Bill.) 4467 4594 4749 4928 5076 5237 5424 5684 5968 6258 6450 6678 6897 7646
Nonresidential Fixed Investment ($Bill.) 610 631 684 745 818 899 1009 1136 1229 1351 1308 1243 1355 1683
Industrial Prod. (% Change, Annualized) -1.8 35 35 58 33 28 6.0 43 4.1 45 3.7 44 65 50
Housing Starts (Mill. Units) 1.01 1.20 1.29 1.45 1.36 1.47 1.47 1.62 1.65 1.57 1.61 1.60 1.58 1.65
Unit Car Sales (Mill. Units) 8.2 8.2 85 9.0 8.6 85 83 8.1 8.7 89 8.4 81 81 80
Personal Savings Rate (%) 57 59 45 38 5.6 48 42 47 24 1.0 1.6 2.1 2.1 18
National Unemployment Rate (%) 6.9 75 6.9 6.1 5.6 54 49 45 42 4.0 48 6.0 58 50
AAA Corp Bond Rate (%) 838 8.1 72 8.0 76 74 73 6.5 7.0 76 741 69 7.3 7.3
10-Year Treasury Note Rate (%) 79 7.0 59 741 6.6 6.4 6.4 5.3 5.6 6.0 5.0 53 59 62
3-Month Treasury Bill Rate (%) 54 34 3.0 42 55 5.0 5.1 48 46 58 34 20 34 45
ANNUAL RATES OF CHANGE
Real GDP 0.5 31 27 4.0 27 36 44 43 41 41 12 27 35 38
GDP Price Index 4.0 27 26 23 25 21 1.9 12 14 23 22 17 25 26
Consumer Price Index 42 3.0 3.0 26 28 29 23 15 22 34 28 24 25 27
QUARTERLY ANNUALIZED RATES 2001 2002 2003

1st 2nd 3rd 4th 1st* 2nd* 3rd* 4th* 1st* 2nd* 3rd* 4th*
Gross Domestic Product ($Bill.) 10142 10203 10225 10263 10429 10562 10672 10818 10977 11128 11288 11445
Real GDP (1996 Chained $BIill.) 9334 9342 9310 9349 9476 9546 9624 9712 9796 9683 9971 10062
Total Consumption ($Bill.) 6388 6428 6444 6540 6592 6655 6704 6754 6809 6866 6926 6965
Nonresidential Fixed Investment ($Bill.) 1374 1321 1292 1245 1219 1233 1242 1269 1300 1334 1373 1412
Industrial Production (% Change, Annualized) 6.8 5.6 -4.7 6.7 25 50 4.0 6.0 7.0 7.0 6.0 6.0
Housing Starts (Mill. Units) 1.63 1.62 1.60 1.58 1.71 1.58 157 1.55 1.56 1.58 1.59 1.60
Unit Car Sales (Mill. Units) 8.6 84 79 8.7 7.9 82 82 82 82 81 81 80
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